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1 . AFTER RECEIPT OF DISTURBING CONTENTS REF A, WE HAD MEET- 
ING AT OUR REQUEST WITH WOODLEY, PALMER AND DERAET OF IMF 
STAFF ( TOMASSON WAS IN SAIGON). I EXPRESSED CONCERN THAT 
U. S. AND IMF REPRESENTATIVES SEEMED TO BE PRESENTING CON- 
FLICTING ADVICE TO GKR IN A MANNER WHICH WOULD NEUTRALIZE 
THE EFFECTIVENESS OF BOTH AND STATED MY BELIEF THAT THE 
QUESTION OF WHO WAS RIGHT OR WRONG ON THE TECHNICAL POINTS 
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IN QUESTION WAS LESS IMPORTANT THAN HAVING UNITED FRONT. 
WOODLY, WHO IS ALWAYS COOPERATIVE AND PRAGMATIC, AGREED. 

2. I THEN GAVE OUR VIEWS ON THE VARIOUS ISSUES IN QUESTION 
IN ORDER TO DETERMINE IF THERE WERE IN FACT DISAGREEMENTS 
ON MATTERS OF SUBSTANCE. I SAID WE BELIEVE EXCHANGE RATE IS 
OVERDUE FOR AN ADJUSTMENT, ALTHOUGH SITUATION IS NOT YET BE- 
YOND REPAIR SINCE TOTAL DRAWDOWN OF ESF FUNDS IS STILL NO 
WITHIN DOLS. 35 MILLION ANNUAL RATE ( THIS WAS SAID BEFORE 
REF E WHICH INDICATES TOTAL ESF RESOURCES MAY BE ONLY 

DOLS. 32 MILLION). WOODLEY AGREED THAT RATE SHOULD BE 
KEPT MOVING. HE STATED IMF WAS NOT SO MUCH OPPOSED TO 
300 RIEL END- OF- YEAR TARGET ITSELF, BUT WAS UPSET THAT 
THIS FIGURE WAS PUT IN WRITTEN COMMUNICATION WHICH WOULD 
THEN HAVE UPWARD IMPACT ON MARKET WHEN IT BECAME KNOWN. 

3. I EXPRESSED VIEW THAT SPREAD BETWEEN CIP AND ESF 
SHOULD PROBABLY BE NARROWED, BUT PERHAPS TO 20-25 PERCENT 
RATHER THAN THE 15 PERCENT MENTIONED IN REF A. I ALSO 

SAID THAT ADVANCE DEPOSIT DIFFERENCE SHOULD BE NARROWED, 
BUT PERHAPS TO 200 PERCENT ON NON- CIP AND 100 PERCENT ON 
CIP GOODS. HOWEVER, THESE WERE OBJECTIVES TO REACH GRADU- 
ALLY OVER TIME, DEPENDING UPON MARKET RESPONSE AS CHANGES 
ARE MADE, IN ORDER THAT DEMAND ON ESF AND CIP REMAINED IN 
BALANCE. WOODLEY HAD NO STRONG VIEWS ON THIS. 

4. IN DESCRIBING WHY EVERS MIGHT HAVE DIFFERENT VIEW AS 
TO ADEQUACY OF ESF RESOURCES, WOODLEY SAID EVERS STILL 
UNDER IMPRESSION THAT U. S. WILL BE ABLE TO FINANCE 50 PER- 
CENT OF PL-480 FREIGHT. I ASSURED WOODLEY THIS IS NOT 

THE CASE, AND THAT FULL ESTIMATED DOLS. 6 MILLION FREIGHT 
MUST BE FINANCED FROM ESF THIS CALENDAR YEAR. 

5. WOODLEY SAID THAT PL-480 COUNTERPART APPARENTLY HELD 
BY COMMERCIAL BANKS WAS ADDING TO MONEY SUPPLY IN UNDESIR 
ABLE WAY. YOU MIGHT EXPLORE THIS TO SEE WHETHER COUNTER- 
PART IS AVAILABLE FOR BANK LOANS AND OTHER USES IN COMMER- 
CIAL MARKETPLACE PRIOR TO BEING TURNED OVER TO GKR AND 
WHETHER THIS HAS UNDESIRABLE EFFECT ON MONEY SUPPLY. 

( POLICY MEASURES MENTIONED IN REF B, PARA 7 C MAY GET AT 
THIS PROBLEM.) 
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6. ON QUESTION OF BANNED LUXURY IMPORTS, WOODLEY SAID HE 
HAD TOLD EVERS NOT TO PUSH ONE WAY OR ANOTHER ON THIS 
SINCE IT IS A MARGINAL ISSUE. I SAID THAT WE ALSO WERE NOT 
ADAMANT ON THIS POINT, ALTHOUGH BANNING OF LUXURIES WAS EX- 
TREMELY HELPFUL IN RESPONSE TO CONGRESSIONAL CRITICISM. 
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7. I DESCRIBED MY PROFOUND CONCERN WITH LOW RICE PRICE 
AND EFFECT THIS HAD ON DRAWDOWNS OF GOVERNMENT STOCKS, 
REDUCTIONS IN FUTURE PLANTINGS, MOVEMENTS ACROSS BORDER, 
ETC. WOODLEY MENTIONED PLAN TO RAISE GOVERNMENT SALARIES 
ALONG WITH INCREASE IN RICE PRICE AND I STATED WHOLE- 
HEARTED SUPPORT FOR WHAT SEEMS TO BE ONLY POLITICALLY 
FEASIBLE WAY TO BRING ABOUT RICE PRICE INCREASE. 

8. IN SUMMARY, WE AGREED THAT IT IS IMPERATIVE FOR YOU 
AND EVERS TO HAVE MUTUALLY AGREED POSITIONS ON MOST IF NOT 

ALL ISSUES IN ORDER THAT YOUR INFLUENCE ON GKR WILL BE EN- 
HANCED. EXPRESSIONS OF OPPOSING POSITIONS WILL ONLY NEU- 
TRALIZE BOTH AND GIVE CAMBODIANS IMPRESSION THEY MIGHT AS 
WELL PROCEED AS THEY WISH SINCE EVEN HIGHLY QUALIFIED 
FOREIGN EXPERTS CANNOT AGREE. BELIEVE WOODLEY WILL ALSO 
BE ADVISING EVERS ALONG THESE LINES. 

5. IDO NOT BELIEVE THAT ANY OF THE DIFFERENCES BETWEEN 
OUR VARIOUS POSITIONS CANNOT BE RESOLVED, ESPECIALLY IF WE 
START FROM SAME ASSUMPTIONS ( I. E„ IF EVERS KNOWS PL-480 
FREIGHT CAN ONLY BE FINANCED FROM ESF). REQUEST YOU MAKE 
EVERY EFFORT TO REACH JOINT POSITIONS WITH EVERS AND AVOID 
SEPARATE APPROACHES TO GKR WHICH UNDERCUT EACH OTHER. 

FYI: MY IMPRESSION BASED UPON INFORMAL COMMENTS MADE BEFORE 
AND AFTER MEETING WAS THAT ONE PART OF PROBLEM IS THAT 
EVERS, UNDER GREAT PRESSURE AS SOLE IMF REPRESENTATIVE IN 
EXTREMELY TRYING POSITION, FEELS U. S. HAS BEEN SOMEWHAT 
HIGH- HANDED ON PERSONAL BASIS. THIS WAS STATED DISCREETLY 
AND WITHOUT INTENT TO ANTAGONIZE, BUT I THOUGHT YOU SHOULD 
KNOW PAST REACTION IN TERMS OF ASSESSING HOW TO GET ALONG 
WITH EVERS IN FUTURE. END FYI. RUSH 
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